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OMB’s Financial Management Line of Business 
(FMLOB) Initiative: Background, Issues, and 

Observations 



Summary 

Federal financial management systems generate the information that is used by 
government officials to manage and oversee agency programs and operations. 
Concerns about the quality of agency financial information, and about the costs of 
operating and modernizing the systems that produce it, have prompted a number of 
systems improvement initiatives in recent years. One such effort, the Financial 
Management Line of Business (FMLOB), seeks to improve the cost, quality, and 
performance of government financial systems by consolidating agency core systems 
functions at a limited number of third-party shared service providers (SSPs), and by 
standardizing the related business processes government- wide. 

As part of the initiative, the Office of Management and Budget (OMB) in 2006 
directed all federal agencies needing to upgrade or modernize their financial 
management systems either to transfer their core financial functions to an SSP, seek 
designation as an SSP, or to prove that they can operate their in-house systems with 
less risk and at a lower cost than an SSP. Agencies that undergo migration must, in 
most cases, select their SSPs through competitions between public and private 
organizations. OMB’s guidance also requires all agencies eventually to adopt 
government- wide business and accounting practices, which are under development 
in FMLOB workgroups. 

It is widely acknowledged that consolidation and standardization might improve 
the cost and quality of agency financial data. Proponents suggest that the sooner 
agencies move to SSPs, the sooner the government might enhance its efficiency and 
capacity for oversight. Concerns have been expressed, however, by both public and 
private sector observers, that the initiative is moving too fast, and that important 
issues surrounding the transition to shared service providers have not been adequately 
addressed. Critics argue that migration should be delayed until agencies have 
strengthened their internal controls, fully evaluated the qualifications of potential 
SSPs, and educated their personnel about the initiative. Evidence from previous 
systems modernization efforts suggests that these issues might put the FMLOB at 
increased risk for cost overruns, schedule delays, and problems with the accuracy of 
the data after implementation. 

Effective congressional oversight of agency programs and operations is 
dependent, in part, on the availability of timely and accurate financial data. Congress 
has invested billions of dollars in systems modernization projects in recent years, but 
these efforts have not consistently yielded significant improvements in the 
information they produce. The House Subcommittee on Government Management, 
Finance, and Accountability has held several hearings on the initiative, although no 
bills have been introduced. 

This report examines the origins and objectives of the FMLOB, outlines the 
arguments of the initiative’s supporters and critics, and discusses options for 
implementation. It will be updated as events warrant. 
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OMB’s Financial Management Line of 
Business (FMLOB) Initiative: Background, 
Issues, and Observations 

Introduction 

Each year, the federal government spends billions of dollars implementing, 
operating, and modernizing agency financial management systems. 1 Financial 
systems are vital to the effective management and oversight of public funds, because 
the information they provide is used by government officials to make decisions about 
agency programs and operations. For example, federal managers use financial data 
to monitor contract costs, measure program performance, and identify improper 
payments. When agency financial systems provide inaccurate or incomplete data, the 
government might be less able to operate at maximum efficiency, and the risk of 
waste, fraud, and abuse arguably increases. For example, GAO has reported that 
financial management deficiencies at the Department of Defense (DOD) have 
resulted in hundreds of millions of dollars in over- and underpayments to contractors 
and contributed to DOD’ s high rate of travel card delinquency. 2 Significant financial 
management weaknesses can be found throughout the government, and according to 
GAO most agency financial systems are unable to routinely produce reliable, useful, 
and timely information. 3 

In order to improve the quality of financial data available to government 
officials, Congress has funded a number of financial management improvement 
initiatives. Such initiatives, by their nature, are often complex and entail a degree of 
risk. The National Aeronautics and Space Administration (NASA), for example, 
spent $180 million on two failed efforts to modernize its financial systems, and 
NASA’s third such attempt, currently underway, will cost an additional $983 
million. 4 Similarly, problems with inaccurate data led the Department of Veterans 
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